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PREAMBLE 


The Provincial Auditor reported on AgriCorp in Section 3.01 of the 2000 Special 
Report on Accountability and Value for Money. The Standing Committee on 
Public Accounts held hearings on this audit report on December 7, 2000 with 
representation from the Ministry of Agriculture, Food and Rural Affairs. This 
report constitutes the Committee’s findings and recommendations on AgriCorp. 


The Standing Committee on Public Accounts extends its appreciation to the 
officials from the Ministry of Agriculture, Food and Rural Affairs for their 
attendance at these hearings. In addition, the Committee acknowledges the 
assistance provided by the Office of the Provincial Auditor, the Clerk of the 
Committee, and Legislative Research and Information Services during the 
hearings. 


1. INTRODUCTION 


AgriCorp is an agency of the Ontario Ministry of Agriculture, Food and Rural 
Affairs with administrative responsibility for crop insurance and other programs 
related to the agriculture and food industries. The Provincial Auditor’s scope and 
objectives were to assess whether adequate procedures were in place: to ensure 
compliance with legislation and corporate procedures; to ensure that resources 
were managed with due regard for economy and efficiency; and to measure and 
report on AgriCorp's effectiveness in fulfilling its legislated responsibilities.’ 


1.1 Audit Report Findings” 


AgriCorp's primary business is to administer insurance plans for the agriculture 
and food industry. As of March 31, 2000, AgriCorp held assets totalling $604 
million in its General Fund, Crop Insurance Fund and Market Revenue Program 
Fund. AgriCorp's General Fund paid administrative expenditures totalling over 
$16 million for the fiscal year ended March 31, 2000. During the same fiscal year, 
the other two funds paid $180 million to compensate Ontario farmers for losses 
from reduced crop yields and low market prices. 


The Provincial Auditor concluded that AgriCorp did not have adequate 
procedures in place to ensure that its activities complied with legislation and 
corporate procedures. In addition, AgriCorp failed to manage certain of its 
resources with due regard for economy and efficiency and, on a number of 
occasions, failed to safeguard the resources entrusted to it. Also, AgriCorp did not 
have the necessary governance and accountability procedures in place to ensure 
that AgriCorp (the Corporation) was well managed or to provide the information 
required to measure and report on its effectiveness. 





' Ontario, Office of the Provincial Auditor, 2000 Special Report on Accountability and Value for Money 
(Toronto, Ont., Office of the Provincial Auditor, November 2000), pp. 23 and 24. 

* See the 2000 Special Report on Accountability and Value for Money, p. 4. Minor stylistic changes 
have been made in the text to ensure consistency with the Committee’s report in the third person. 





The Provincial Auditor’s findings included the following observations and 
conclusions: 


« Inappropriately utilising Ministry (Ministry of Agriculture, Food and Rural 
Affairs) funds, AgriCorp lost $325,000 in a speculative investment initiative 
to buy and sell bonds on a daily basis. AgriCorp also violated its fiduciary 
responsibility by attempting to transfer the loss to the Ontario Crop Insurance 
Fund. The Provincial Auditor’s Office had to intervene to reverse this transfer. 


« Contrary to legislation, on several occasions AgriCorp sought to remove 
money from the Ontario Crop Insurance Fund to pay for its administrative 
expenses. The Provincial Auditor’s Office had to intervene to ensure the Fund 
remained intact. 


« Without a proper business case and without tender, AgriCorp engaged an 
intermediary to place $14.5 million of reinsurance coverage with private 
insurance companies. 


¢ AgriCorp received little or no value for the $3 million it spent on information 
technology development projects that were poorly planned, controlled and 
managed. In addition, information technology consultants were engaged 
without competition and provided with training at taxpayers' expense, and 
several consultants were retained for periods ranging from five to 13 years at 
rates of up to $640 per day. 


- AgriCorp engaged an investment advisor for a minimum annual fee of 
$400,000 without competition. The advice received was of little value as the 
advisor repeatedly recommended investments to AgriCorp that were contrary 
to its legislation. 


The Provincial Auditor made a number of recommendations to improve the 
management and governance of AgniCorp and received commitments from 
AgriCorp and the Ministry that they would take corrective action. 


Committee’s Conclusions and Recommendations 


The Standing Committee on Public Accounts endorsed the Provincial Auditor’s 
recommendations in the 2000 audit report on AgriCorp and recommended their 
implementation. The Committee has prepared recommendations on several 
matters addressed in the Provincial Auditor’s report. These subject areas include: 


¢ investments practices and strategy; 
¢ fund administration; 

¢ information technology; 

* corporate governance; and 


« Ministry responsibilities for AgriCorp. 


The introductory comments provided in each section of this Committee report are 
based directly on the Provincial Auditor’s report. 


2. COMPLIANCE WITH LEGISLATION AND CORPORATE PROCEDURES 


2.1 Investments 


Legislation restricts all of AgriCorp's investments to highly liquid, high-grade 
money-market instruments, such as federal and provincial bonds, deposit notes 
issued by domestic financial institutions and other securities approved by the 
Minister of Finance. AgriCorp used General Fund money in 1999 to buy and sell 
bonds in the hope of earning a quick return on fluctuating interest rates. 
However, the project was terminated after two weeks because of losses totalling 
$325,000. AgriCorp also inappropriately used funds held for the Ministry of 
Agriculture, Food and Rural Affairs in its daily trading strategy. 


The Provincial Auditor concluded that AgriCorp acted without proper 
authorisation or adequate monitoring and reporting. For example, the 
Corporation's Board of Directors had not approved the speculative trading 
strategy, and although AgriCorp had a strategic and a tactical committee, 
monitoring was ineffective as neither of these committees met regarding the 
speculative daily trading activity. 


The Provincial Auditor recommended that steps should be taken to ensure that 
proper controls are in place to safeguard investments. In response, the 
Corporation acknowledged that poor judgement was exercised in connection with 
the daily trading pilot project. In March 2000 AgriCorp’s Board of Directors 
approved a General Fund investment strategy in compliance with the AgriCorp 
Act, 1996. 


Committee Hearings 


Investment Strategy 


The Committee questioned the Ministry on several investment-related matters; 
namely, the appropriateness of the investment practices, the approval process for 
the revised investment strategy, and overall responsibility for monitoring 
AgriCorp’s funds. The premature sale of assets, day trading and investment 
losses were of primary concern.” 


The Deputy Minister (Deputy) explained that the Crop Insurance Fund is used to 
pay the indemnifications of the insurance policies and it has a Board-approved 
investment strategy in keeping with the legislation.’ The strategy would have 
been approved by the Ministry, in terms of the types of instruments that were 
allowed in the portfolio.” However, the Deputy Minister confirmed that the active 
trading was not addressed in the strategy.” 


> Ontario, Legislative Assembly, Standing Committee on Public Accounts, Hansard: Official Report of 
Debates, 37 Parliament, First Session (7 December 2000): 312, 313 and 315. 

* Ibid., p. 318. 

* Thid., p. 314. 

Vibid.cp. 315. 
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The Committee addressed the Provincial Auditor's concerns about AgriCorp’s 
investment practices relating to speculative daily trading and the unnecessary sale 
of long-term bonds. The Provincial Auditor identified that, under the Crop 
Insurance Fund’s investment strategy, bonds were not held to maturity to avoid a 
loss.’ The Ministry acknowledged, as documented in the Provincial Auditor’s 
report, that AgriCorp had made inappropriate financial decisions, specifically the 
active trading of bonds: 


. we [Ministry] have a written legal opinion 
that there were no activities that would be found 
under the Criminal Code or under the AgriCorp 
Act to be illegal. I want to emphasise that the 
investments and the purchase of bonds, that 
investment instrument, were within the bounds 
of the program. The issue that was inappropriate 
was the active trading of those bonds. 


The Act and the Memorandum [of 
Understanding] between AgriCorp and the 
Ministry were silent on the issue of active 
trading. It was not included; it certainly will be 
and has become part of the policies and 
procedures of the current Board to suggest that 
this active trading is an inappropriate 
mechanism. 


So the instruments were used. I need to 
comment on the issue of highly speculative 
trading. The active trading was inappropriate, 
but the purchase of the instruments, the bonds, 
was not. They were not in the processes, as 
some may suggest that they were highly 
speculative investments. They weren't penny 
stocks on the Vancouver exchange. The 
instruments were appropriate; the active trading 
was not. The Provincial Auditor has pointed that 
out. We support that view, and it is not 
permitted.8 


The Committee noted that AgriCorp had not attempted to resolve the problems 
identified in the 2000 audit report until the involvement of the Office of the 
Provincial Auditor.” 


During the hearings, the Ministry indicated that steps had been taken to ensure 
stricter financial policies and controls.'? AgriCorp’s Board approved various new 
processes and procedures, as follows: 


"Ibid. 
* Ibid., p. 313. 
* Ibid. 


¢ the Chief Financial Officer has responsibility for investments; 


« an additional procedure governing payments was introduced in the form of 
duplicate signatures for the authorisation of a transaction; 


« the Board has retained an audit firm to provide quarterly reports on the 
implementation, and the Board receives a report on the strategy and the 
implementation at each meeting; and 


« the Ministry representative receives information on the overall progress of the 
strategy. | 


The trading loss of $325,000 was paid to Agricorp’s account in January 2000.’ 


In conclusion, the Ministry indicated that the Provincial Auditor’s report was 
useful in improving accountability and enhancing the relationship between the 
Ministry and AgriCorp. The Deputy indicated that the audit resulted in 
mechanisms that will help to avoid similar problems in the future.'° 


Committee Recommendation 


The Committee acknowledged that AgriCorp, through its Board of Directors has 
taken essential steps to promote financial accountability through a new investment 
strategy. In addition, it is necessary to ensure that these investment mechanisms 
are properly implemented and that monitoring is institutionalised and reported 
over the long-term. 


The Committee therefore recommends that: 


1. AgriCorp should prepare regular reports for the Board of Directors on 
its new accountability mechanisms, to safeguard the integrity of the 
investment strategy. Deviations from this strategy should be reported 
immediately to the Board of Directors and the Ministry of Agriculture, 
Food and Rural Affairs and corrective action should be taken. 


2.2 Fund Administration 


AgriCorp administers the Ontario Crop Insurance Fund (the Fund), which is 
invested in income earning securities. The Fund is made up of crop insurance 
premium receipts from producers, the province and the federal government as 
well as accumulated interest on its investments. 


- AgriCorp and the Ministry annually negotiate a budget for administrative 
expenses. Through its Memorandum of Understanding (MOU) with the 





'° Tbid., p. 310. 
Tbid.; p. 315. 
aibidep adh 
Thid. 





Ministry, AgriCorp is responsible for maintaining the integrity of each fund 
that it administers. 


- Due to budget pressures, AgriCorp has sought to utilise interest earnings from 
the Ontario Crop Insurance Fund to pay for its administration expenses. 


- AgriCorp presented legal justification for the removal of the interest earned by 
the Ontario Crop Insurance Fund and for charging administration costs to the 
Fund. Outside counsel was engaged to review AgriCorp's interpretation of the 
legislation and the resulting legal opinion clarified the position that Ontario 
Crop Insurance Fund interest cannot be used for administrative purposes. 


« Due to the transactions previously noted, as of March 31, 1999, the General 
Fund owed the Ontario Crop Insurance Fund a total of $2.1 million. Since the 
legislation allows for interfund loans, interest should be paid on these 
interfund transactions. Monies intended for crop insurance should not be used 
to finance the operations of AgriCorp. 


The Provincial Auditor recommended that AgriCorp should ensure the integrity of 
all funds under its stewardship and ensure that no fund benefits at the expense of 
another fund. In response, AgriCorp indicated that recourse would be to the 
Ministry and Agriculture Canada for administrative funding in the future. 


Committee Hearings 


Interest Earnings/Administrative Expenses 


The use of interest earnings to cover AgriCorp’s administrative costs was initially 
identified by the Office of the Provincial Auditor in 1997. The Deputy explained 
that the Provincial Auditor's office argued that AgriCorp’s administrative costs 
should be paid in their entirety from the federal-provincial grant to AgriCorp.'“ 
The Ministry sought legal advice on the appropriateness of this practice and on 
this basis proceeded with these transactions.'° It was concluded, with the 
Ministry’s federal counterparts and the grower groups, that because the enabling 
legislation was silent on the use of interest earned, that it was appropriate to use 
some of the money for extraordinary administrative expenditures.'° The opposing 
legal and audit views resulted 1 ze a protracted dialogue Sebo the Ministry and 
the Provincial Auditor's office. '’ 


The decision to obtain another legal opinion was agreed to by both parties in May 
2000. It was concluded that the interest from the Fund should not be used for 
administrative purposes and the money was to be returned to the Ontario Crop 
Insurance Fund by AgriCorp. 


ace 
Ibid. sp. 314. 
* Ibid. ,p. 314. 
"Ibid. 





Committee Recommendation 


The Committee has concluded that AgriCorp requires safeguards to ensure the 
integrity of all agency funds, thereby preventing the flow of money from one fund 
to another. The general administration of these funds requires an oversight 
function, complementary to the audit requirements, along with scheduled 
reporting to the Ministry. 


The Committee therefore recommends that: 


2. AgriCorp should introduce internal fund administration safeguards to 
ensure the integrity of its funds, thereby avoiding the inappropriate use of 
money for unauthorised purposes. The implementation of these financial 
standards should be reported by senior management to the Board of 
Directors and at the scheduled monthly meetings with the Ministry of 
Agriculture, Food and Rural Affairs. 


3. DUE REGARD FOR ECONOMY AND EFFICIENCY 


3.1 Information Technology Management 


In 1997 the Corporation’s Information Technology Department planned to move 
the information technology infrastructure from the government's mainframe 
computer to an in-house client-server technology. A consultant identified several 
concerns and despite these problems, management decided to continue with the 
project and to develop a two-year strategic plan. According to the Provincial 
Auditor, AgriCorp had poorly managed these projects. 


The Provincial Auditor recommended that AgriCorp should develop a long-term 
strategic information technology (IT) plan, prepare a proper business case for 
system developments and establish a rigorous project monitoring program. In 
response, the Corporation indicated that it had made innovations, including the 
development of a new strategic plan to address IT management issues. 


Committee Hearings 


There are 19,000 participants in AgriCorp, requiring an extensive database. The 
Corporation’s objective is to expand its data processing system to enhance 
customer service which would entail an interactive desktop format permitting 
field access by AgriCorp representatives. Payments are made based on individual 
records and therefore information technology is central to the delivery of crop 
insurance.'® 


The Committee enquired about the status of the IT system at AgriCorp, 


specifically the planned expansion of its data processing system and the incurred 
loss of $3 million. According to the Deputy Minister, the proposed new 


'* Ibid., p. 316. 





technology, including the software for the desktop technology, did not fit the 
amount of data required by the insurance program. 


Committee Recommendations 


The Committee acknowledged that the Corporation has undertaken a number of 
IT initiatives through strategic planning and the preparation of business cases. 
However, a comprehensive review 1s required to establish the precise 
requirements for AgriCorp’s IT networks of the future. 


The Ministry has identified the current database load, and required client service 
standards using an interactive desktop format. AgriCorp must set out the terms 
for the interactive desktop format for example, and define system requirements to 
accommodate the client base for the crop insurance program before committing 
new funding. 


The Committee is of the opinion that AgriCorp’s approach to the resolution of its 
IT matters requires an economical course of action. Therefore, every effort is 
required to utilize existing IT system components, including the work completed 
by the consultants. Initially, the agency could consult with the Office of the 
Corporate Chief Information Officer to obtain an overall assessment of the 
corporate strategic direction. This review would provide recommendations on the 
most effective, efficient and economical course of action, and the security of 
client information. 


The Committee therefore recommends that: 


3. AgriCorp should identify its long-term Information Technology 
requirements with strategic support from the Office of the Corporate 
Chief Information Officer. Any new systems development activity should 
address all aspects of the identified requirements with particular 
emphasis on data security considerations. In addition, to help ensure that 
IT services are economically acquired and efficiently managed, AgriCorp 
should operate within established provincial criteria, for example, 
Management Board of Cabinet’s Directives and Guidelines. 


4. MEASURING AND REPORTING ON EFFECTIVENESS 


4.1 Corporate Governance 


Corporate governance is generally defined as the processes and structures put in 
place to ensure that a government agency is operating effectively, fulfilling its 
mandate and meeting its objectives, and is being held accountable for the prudent 
expenditure of public funds. The governance framework for AgriCorp is 
established by the AgriCorp Act, 1996. The relationship between the Ministry 





'° Ibid. 





and the agency is defined in a Memorandum of Understanding, in compliance 
with Management Board of Cabinet directives. 


The Board of Director’s governance model requires it to oversee the business 
conducted by the Corporation, monitor management and ensures that sufficient 
information is assembled for informed decision making. A Board of Directors is 
not usually involved in daily management functions; however, the Board had an 
obligation to assume an active role as concerns were expressed that the 
Corporation did not have sufficient funds to meet its obligations. Furthermore, 
the Board did not have confidence that senior management could rectify the 
situation. 


The Provincial Auditor recommended that AgriCorp improve corporate 
governance through a review of its Board structure and improved management 
information for decision making. In response, AgriCorp indicated that its Board 
of Directors is committed to modifying its corporate governance structure and 
processes. 


Committee Hearings 


The Committee enquired about the corporate governance responsibilities and the 
business practices of a Schedule 3 agency such as AgriCorp.” A Schedule III 
agency, as described in “A Guide to Agencies, Boards and Commissions, 1995” is 
required to adhere to general management principles of government, in 
compliance with administrative directives. 


Management Board’s Directives and Guidelines establish administrative 
standards for these agencies, for example, the “Agency Establishment and 
Accountability Directive” (February 2000) sets out the role and responsibilities of 
an agency’s governing board. In turn, the agency’s Memorandum of 
Understanding interprets the particular governance structure. Management 
Board’s “MOU Best Practices Guide” provides a framework for the preparation 
of MOUs, covering such areas the roles and responsibilities of the Chair and 
Deputy Minister, reporting requirements, etc. These matters are addressed in 
detail in the section entitled “Ministry Responsibility” in this report. 


The Committee pointed out that the current Memorandum of Understanding 
allows for regular meetings between AgriCorp and the Deputy Minister.”' 
According to the Deputy Minister, he attended meetings with Agricorp’s CEO on 
such matters as investments and administration. The subject of active trading was 
not addressed.** 


Committee Recommendations 


The agency indicated in its response to the audit report that its corporate 
governance structure and processes are to be updated by the Board of Directors. 
The proposed new MOU, which will replace the 1996 Memorandum, is expected 





°° Tbid., p. 317. 
*! Ihid., p. 316. 
* Ibid. 
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to provide additional information on the restructuring commitment.*? Although 
aspects of the organisational changes in the new strategy are addressed in the next 
Section of this report (Ministerial Responsibility), a comprehensive statement on 
the proposed new framework is required to address shortcomings in governance 
matters generally. 


The Committee therefore recommends that 


4. AgriCorp should report to the Ministry of Agriculture, Food and Rural 
Affairs on the planned improvements to corporate governance to be made 
through the restructuring of the Board of Directors and the updated 
management information system. The Board of Directors should outline 
how this will be achieved with attention to enhanced communication and 
accountability requirements. 


Corporate governance is a responsibility of both the Ministry and the agency. The 
implementation of structural changes, and general administration matters require 
monitoring. Deviations must be reported to ensure that standards of governance 
are addressed and resolved by the Ministry and the Board of Directors. 


The Committee therefore recommends that: 


5. The Ministry of Agriculture, Food and Rural Affairs’ representative on 
the AgriCorp Board of Directors should report any deviations from 
established corporate governance practices to the Deputy Minister upon 
notification. The Ministry and AgriCorp should undertake to jointly 
address governance issues. 


5. MINISTRY RESPONSIBILITY 


The Ministry of Agriculture, Food and Rural Affairs is responsible for AgriCorp 
and as such is required to monitor its activities to ensure that the Corporation's 
mandate is being fulfilled in compliance with legislation and government policies. 
In 1996, the Ministry developed a Memorandum of Understanding with AgriCorp 
that outlined their respective roles and responsibilities. The Provincial Auditor 
identified issues related to responsibilities for periodic audit reports, financial 
arrangements and the appointment of a senior Ministry representative to the 
AgriCorp’s Board of Directors as an ex-officio (non-voting) member. 


The Provincial Auditor reported on program effectiveness and noted that 
AgriCorp has had various corporate vision statements. Performance measures are 
required to measure its effectiveness in achieving corporate objectives. The 
Provincial Auditor identified the need for AgriCorp to clarify its legislated 
objectives and to develop measures to assess the fulfilment of its corporate vision 
and mandate. The Board initiated a review of the agency’s mandate and vision, 


* AgriCorp’s new Memorandum of Understanding is scheduled for an internal review in March 
2001, with adoption as early as the spring of 2001. 
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and performance measures and assessment details are to be established as part of 
the review. 


The Provincial Auditor recommended that to help ensure that AgriCorp is 
effectively fulfilling its mandate and that its operations are economic, efficient 
and in accordance with legislation, the Ministry should effect several 
administrative changes to more effectively monitor the Corporation. These 
include updating the MOU to include new monitoring procedures, and the 
definition of the role of the Ministry representative on the Board of Directors. In 
response, the Ministry stated that once the Provincial Auditor made known the 
audit findings, the Ministry proceeded to address these concerns on a priority 
basis. 


The Committee addressed the Ministry’s responsibilities in relation to the 
Memorandum of Understanding and the Board of Directors. 


5.1. Memorandum of Understanding 


Committee Hearings 


The Committee enquired about the Ministry’s oversight role and general business 
practices in relation to agencies, and the nature of its arm’s-length relationship 
with the Ministry. ** The Provincial Auditor noted that the Ministry is directly 
responsible for AgriCorp and that it is required to monitor the Corporation to 
ensure that its mandate is being fulfilled in compliance with legislation and 
government policies. 


The Deputy Minister explained that AgriCorp was created by legislation as an 
agency, and that it is distinct from government.” It has the freedom to seek out 
new business, as well as operating efficiencies within the ongoing programs; 
however, the Ministry retains overall responsibility for strategic directions.*° The 
Deputy Minister explained the nature of the arm's-length relationship:”’ 


. . . [the Ministry] developed an MOU .. . 
between the Ministry and AgriCorp that 
outlined the responsibilities of the Board, of the 
CEO, of myself [Deputy Minister] and of the 
Minister. So we would have operated under 
those general guidelines and principles in the 
MOU. There are appendices in the MOU to deal 
with some of the regular activities, but I need to 
come back to the issue that the relationship is an 
arm's-length relationship. It's not a daily, regular 
interaction with the agency. The agency is set 





A idl, p. 313. 
> Tbid., p. 309. 
° Ibid. 

*? Ibid, p. 317. 
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up for the purpose of conducting that business at 
arm's length. The basic responsibility of the 
Ministry is to provide that policy direction and 
oversight to the Board.”* 


The MOU requirements were not followed in all instances and several issues were 
highlighted during the hearings: 


« The general principles of fund management are set out in the MOU, but the 
day trading, which occurred over a two-week period in October 1999, is not 
addressed in the Memorandum of Understanding.”’ 


« AgriCorp retained an external investment advisor without using a competitive 
process. Under the terms of its Memorandum of Understanding, the 
Corporation should have requested investment advice from the Ontario 
Financing Authority on its investments and borrowing activities. 


« The Memorandum of Understanding provided for regular meetings between 
the Chief Executive Officer (CEO) and the Assistant Deputy Minister.°° 
According to the Deputy Minister, he attended meetings with Agricorp’s CEO 
on such matters as investments and administration.*! Nevertheless, not all 
financial management matters were addressed. 


As discussed in this report, the Ministry has committed to review the 
Memorandum of Understanding. This review would entail consideration of 
documents such as the “Directive on Transfer Payment Accountability” and the 
“MOU Best Practices Guidelines”. Also, the directive released in February 2000, 
entitled “Agency Establishment and Accountability Directive” is important and 
would help to define the Ministry/agency relationship and division of 
responsibility. 


Committee Recommendation 


The MOU is required to address all activities of the Corporation, for example, 
administrative processes and procedures, and standardised reporting to the 
Ministry. The Committee concluded that the relationship between the Ministry 
and AgriCorp needs to be clarified in the amended Memorandum of 
Understanding to ensure compliance with the enabling legislation and provincial 
administrative standards. 


The Committee therefore recommends that: 


6. The Ministry of Agriculture, Food and Rural Affairs should undertake to 
ensure that AgriCorp is fulfilling its mandate through standardised 
reporting procedures. These regular reviews should verify compliance 





*! Ibid, 


Ig 





with the enabling legislation, the new Memorandum of Understanding 
and all relevant provincial administrative standards. 


Committee Hearings cont’d 


5.2. Board of Directors 


The Ministry pointed out that AgriCorp was created as an arm's-length agency, 
and that responsibility for the operation rests with the senior management of the 
agency and its Board of Directors.*” The Ministry monitors the agency’s 
administration and in turn the agency reports through the Director of the Policy 
and Programs Branch, Policy and Farm Finance Division. In addition, 
AgriCorp’s CEO and the responsible Assistant Deputy Minister meet on a 
monthly basis. 


In 1999 the Board’s structure consisted of a multiple committee system.*? The 
Deputy Minister explained that the Ministry representative was not an adviser to 
all committees and subcommittees, and would not be advised of all subcommittee 
discussions.** Also, the Minister of Agriculture, Food and Rural Affairs would 
not be informed of everything on the Board of Directors’ and its subcommittees’ 
daily/monthly business agendas and decisions. However, the Ministry continues 
to have responsibility for the overall policy direction of AgriCorp but, as 
indicated not its daily operations.” 


AgriCorp’s review of its Memorandum of Understanding is to address the 
“Directive on Transfer Payment Accountability” in relation to the new Board of 
Directors and the “MOU Best Practices Guidelines”. The Ministry now has full 
voting membership on the Board of Directors and the Ministry is privy to all 
administrative actions.°° The following innovations will help to promote the new 
strategy: the allocation of additional internal audit resources, and the 
establishment of a formal monthly meeting of the CAO and Assistant Deputy 
Minister with direct responsibility for the Policy and Farm Finance Division.” 


Committee Recommendation 


The appointment of a full-time voting Ministry representative on the Board of 
Directors is an essential step to enhanced accountability. Comprehensive 
reporting to the Ministry is required on a regular basis to ensure that the Deputy 
Minister is apprised of AgriCorp’s decisions and general administration. 


The Ministry has assured the Committee that procedures and policies are in place 
to prevent the reoccurrence of the financial problems identified by the Provincial 
Auditor in the 2000 audit report. Nevertheless, the Committee has concluded that 
Board responsibilities require elaboration, specifically with respect to the role of 


2 ibid’ peor 
* Thid., p. 312. 
** Thid. 
> Ibid. ps 311. 
*° Thid., p. 315: 
*” Thid. 
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the Ministry’s representative on the Board of Directors. The principles for this 
relationship are set out in the Canadian Institute of Chartered Accountants’ 1995 
Guidance for Directors - Governance Process for Control. Finally, 
administrative standards are required to ensure that the Ministry representative 
files the necessary reports. 


The Committee therefore recommends that: 


7. The Ministry of Agriculture, Food and Rural Affairs’ representative on ‘ 
AgriCorp’s Board of Directors should file reports with the Deputy 
Minister on a regular basis. These reports should provide the Ministry 
with an overview of Board decisions and a summary of all financial and 
administrative matters on a timely basis. These reports should be 
considered by the Ministry in conjunction with the Ministry’s Business 
Plan, and AgriCorp’s Business Plan and Annual Report. 


6. LIST OF COMMITTEE RECOMMENDATIONS 


1. AgriCorp should prepare regular reports for the Board of Directors on its new 
accountability mechanisms, to safeguard the integrity of the investment 
strategy. Deviations from this strategy should be reported immediately to the 
Board of Directors and the Ministry of Agriculture, Food and Rural Affairs 
and corrective action should be taken. 


2. AgriCorp should introduce internal fund administration safeguards to ensure 
the integrity of its funds, thereby avoiding the inappropriate use of money for 
unauthorised purposes. The implementation of these financial standards 
should be reported by senior management to the Board of Directors and at the 
scheduled monthly meetings with the Ministry of Agriculture, Food and Rural 
Affairs. 


3. AgriCorp should identify its long-term Information Technology requirements 
with strategic support from the Office of the Corporate Chief Information 
Officer. Any new systems development activity should address all aspects of 
the identified requirements with particular emphasis on data security 
considerations. In addition, to help ensure that IT services are economically 
acquired and efficiently managed, AgriCorp should operate within established 
provincial criteria, for example, Management Board of Cabinet’s Directives 
and Guidelines. 


4. AgriCorp should report to the Ministry of Agriculture, Food and Rural Affairs 
on the planned improvements to corporate governance to be made through the 
restructuring of the Board of Directors and the updated management 
information system. The Board of Directors should outline how this will be 


achieved with attention to enhanced communication and accountability 
requirements. 
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5. The Ministry of Agriculture, Food and Rural Affairs’ representative on the 
AgriCorp Board of Directors should report any deviations from established 
corporate governance practices to the Deputy Minister upon notification. The 
Ministry and AgriCorp should undertake to jointly address governance issues. 


6. The Ministry of Agriculture, Food and Rural Affairs should undertake to 
ensure that AgriCorp is fulfilling its mandate through standardised reporting 
procedures. These regular reviews should verify compliance with the 
enabling legislation, the new Memorandum of Understanding and all relevant 
provincial administrative standards. 


7. The Ministry of Agriculture, Food and Rural Affairs’ representative on 
AgriCorp’s Board of Directors should file reports with the Deputy Minister on 
a regular basis. These reports should provide the Ministry with an overview 
of Board decisions and a summary of all financial and administrative matters 
on a timely basis. These reports should be considered by the Ministry in 
conjunction with the Ministry’s Business Plan, and AgriCorp’s Business Plan 
and Annual Report. 
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